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THE     COTTON     SITUATION 


Summary 

The  domestic  cotton  textile  situation  changed  very  little  during 
December  and  the  first  half  of  January,  reports  the  Bureau  of  Agricultural 
Economics,   ^rices  of  spot  cotton  in  both  domestic  and  foreign  markets  were 
rather  stable. 

Sales  of  cotton  textiles  by  domestic  mills  continued  nearly  equal  to 
the  relatively  high  level  of  output.   The  365, 000  "bales  of  raw  cotton  consumed 
by  domestic  mills  in  December  exceeded  consumption  in  December  1937  hy  31  Per- 
cent and  with  the  exception  of  193 6"  w^  the  largest  for  the  month  in  12  years. 
Consumption  from  August  through  December  was  6  percent  larger  than  in  the 
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corresponding  5  months  last  season,  and  with  the  exception  of  193&-37  was 
also  the  largest  for  any  like  period  in  more  than  a  decade. 

In  contrast  with  the  comparatively  high  level  of  domestic  consumption, 
domestic  cotton  exports  in  December  were  the  lowest  for  the  month  sinoe  prior 
to  1881  and  less  than  half  as  large  as  the  comparatively  low  experts  of 
December  1937.   Experts  of  American  cotton  from  August  1  to  December  31 
this  season  were  only  six-tenths  as  large  as  in  the  corresponding  period  a 
year  earlier  and  the  smallest  for  the  period  since  the  World  War.   This  ex- 
tremely low  level  of  exports  is  largely  attributable  to  the  lowest  level 
of  cotton  consumption  in  foreign  countries  in  3  years,  to  the  further  sub- 
stitution of  foreign  cotton  for  American,  and  to  the  fact  that  some  foreign 
users  of  cotton  have  been  reducing  their  stocks  of  American  cotton  and 
others  have  increased  stocks  very  little.   Ordinarily  foreign  stocks  of 


CS-27  -  2  - 

American  cotton  increg.se  sharply  from  August  1  to  December  31.   It  is  expected 
that  later  in  the  season  foreign  spinners  may  find  it  necessary  to  purchase 
American  cotton  more  freely,  especially  in  relation  to  a  year  earlier,  but  the 
relation  between  prices  of  cotton  for  early  delivery  and  those  for  more  distant 
delivery  is  likely  to  continue  to  encourage  spinners  to  restrict  their  immediate 
purchases  to  a  minimum. 

Exports  of  "CndJan  cotton  in  the  5  months  from  August  through  December 
this  season  were  twice  as  large  as  during  the  same  period  last  season,  and  in 
December  were  2^   times  as  large  as  in  December  1937-   Cotton  exports  from  Egypt 
from  August  through  December  of  the  current  season  were  the  smallest  since  1932. 
Exports  of  Brazilian  cotton  during  the  first  Quarter  were  the  largest  for  the 
period  on  record  and  exceeded  those  of  the  same  period  last  season  by  20  percent. 

The  general  cotton  textile  situation  in  foreign  countries  appears  to  have 
shown  relatively  little  net  change  during  recent  weeks  as  compared  with  con- 
ditions in  November.   In  the  British  cotton  textile  industry  manufacturers' 
sales  of  cotton  textiles  were  apparently  smaller  tnan  production,  despite  the 
reduced  mill  activity.   In  Franco,  on  the  other  hand,  mill  sales  of  cotton  tex- 
tiles are  reported  to  have  shown  some  improvement  during  December  and  early 
January.   At  the  end  of  Decemher  reliable  reports  indicate  that  French  spinners 
and  manufacturers  rather  generally  had  orders  sufficient  to  maintain  their  ex- 
isting rate  of  output  through  March  and  in  some  instances  as  far  as  through  June. 
In  Germany,  cotton  mills  continued  to  operate  at  a  high  rate,  but  German  mills 
use  large  quantities  of  artificial  fiber.   In  Italy  the  developments  during 
Decemher  are  reported  to  have  continued  very  unsatisfactory  and  the  outlook  for 
the  new  year  was  considered  even  less  promising  at  least  from  the  standpoint  of 
raw  cotton.  Beginning  January  1,  Italian  cotton  mills  have  been  prohibited  from 
making  pure  cotton  textiles  for  sale  to  domestic  consumers.  Mill  activity  and  the 
ratio  of  sales  to  output  in  the  Orient  appear  to  have  shown  little  change  since 
November. 
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PRICES 

Domestic  prices  of  spot  cotton  as  well  as  Liverpool  prices  of  American 
cotton  continued  to  fluctuate  within  a  comparatively  narrow  range  during  the  past 
month.   The  daily  average  price  of  Middling  7/g  inch  in  the  10  designated  southern 
markets  held  between  g.HU  and  g.65  cents  from  December  23  to  January  2k.      These 
prices  were  a  little  above  the  g.3-cent  loan  value  for  that  quality  of  cotton, 
but  on  the  average  about  the  same  as  the  g.5^-cent  average  of  January  1938.  From 
August  1  to  January  2H  the  daily  average  price  of  Middling  7/g  inch  in  the  10 
designated  markets  fluctuated  from  7.92  to  g.75  cents,  a  maximum  change  of  only 
approximately  10  percent.   While  domestic  cotton  prices  were  rather  steady  during 
most  of  last  season,  the  first  quarter  of  that  season  saw  a  change  in  these  daily 
quotations  of  more  than  hO   percent. 

The  average  spot  prices  in  the  principal  southern  markets  so  far  this  sea- 
son have  averaged  slightly  lower  than  in  the  first  6  months  of  the  1937-38  season 
despite  the  much  larger  quantity  of  the  current  season's  supply  held  by  the  United 
States  Government  against  loans.   This  is  apparently  largely  accounted  for  by  the 
larger  world  supply  of  cotton  this  season  than  last,  and  the  lower  rate  of  world 
mill  consumption  during  the  first  5  months  of  this  season.   It  should  also  be 
recalled  that  in  the  first  months  of  the  1937-38  season  -  when  the  forecast  of  the 
domestic  crop  was  more  than  3*000,000  bales  less  than  either  the  December  estimate 
or  the  final  outturn  and  when  domestic  business  activity  was  still  near  its 
1936-37  high  -  prices  averaged  10-^  cents. 

In  addition  to  the  increase  in  Government-loan  stocks,  a,  factor  tending  to 
support  prices  is  the  fact  that  at  lep.st  since  October  the  annual  rate  of  world 
mill  consumption  has  been  considerably  above  actual  mill  consumption  for  the 
1937-38  season.   If  this  rate  is  about  maintained  or  is  increased,  as  seems  reason- 
able to  expect,  consumption  in  the  last  half  of  this  season  will  exceed  the  restrict, 
ed  consumption  of  a  year  earlier  by  more  than  enough  to  offset  the  unfavorable 
showing  made  during  the  early  months  of  the  current  season. 

EXPORTS 

Domestic  exports  continue  to  lose  ground: 
lowest  in  December  since  -prior  to  1881 

Even  though  exports  of  American  cotton  in  December  1937  were  exceptionally 
low,  the  361,000  running  bales  exported  in  December  1938  represented  a  decline 
of  39  percent  from  a  year  earlier  and  were  the  lowest  for  the  month  since  prior 
to  lggl.   The  total  of  l,g96,000  bales  exported_ from  August  through  December  was 
a  little  more  than  kO   percent  smaller  than  in  the  like  period  last  season  and 
the  smallest  for  the  period  since  prior  to  lg99. 

Exports  of  American  cotton  to  Japan  continued  exceptionally  large  in  com- 
parison with  the  very  small  exports  of  last  season.   In  December  they  were  three 
times  those  of  a  year  earlier  and  from  August  through  December  were  nearly  four 
times  as  large  as  in  the  corresponding  period  last  season,  but  kO   percent 
smaller  than  the  average  for  the  past  10  years.   With  the  exception  of  Japan  and 
a  few  of  the  smaller  European  countries,  exports  of  American  cotton  to  -practically 
all  other  countries  have  been  much  smaller  so  far  this  season  than  a  year  earlier. 
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From  August   through  December,    exports  to   the  United  Kingdom  totaled  only  2^2,000 
bales  compared  with  988,000  a  year  earlier,   a  decline   of  75  percent.      Similar 
comparisons  for   some  of  the  other   important  countries  are:      Germany  169,000  "bales 
_agaiajBf  50^,000,   a  decline  of  66  percent;   France  273,000  against  539,000,   a  H9- 
percent   decline;   and  Italy  151,000  against  280,000,    a  U6-porcent  decline. 

Trade  reports  for  the  first  23  days  of  January  indicate  that  exports  were 
even  less  favorable   in  relation  to  a  year  earlier   than  in  the  -period  from  August 
through  December.      The  reported  total   exoorts  during  this  23-day  period  <vere  U9 
percent   smaller  than  a  year  earlier  and  the  total  for  the   season  up   to  January  23 
was  1,600,000  bales,    or  U2  percent  below  a  year  earlier. 

Indian  exports  increase  markedly 

In  rather   direct  contrast  with  the  extremely  low  exports  from  the  United 
States,    reports  from  India  show  a  marked  increase   in  exports  of  cotton.      For 
December,    such  exports  of  Indian  cotton  were  about  2^  times  as  large  as   in  Decem- 
ber 1937.      From  August   through  December,    total  exports  of  Indian  cotton  were  more 
than  twice  as  large  as  a  year  earlier  when  cotton  exports  were  unusually  small, 
and  considerably  larger   than  the  average  exoorts  during  this  5~mo^th  period. 
From  August   through  December,    exports  from  Egypt  were  17  percent   smaller  than  in 
the  like  period  last   season  and  the   smallest  since  1932.      From  August  through 
October  exports  from  Brazil  established  a  new  high  and  exceeded  those  of  a  year 
earlier  T?y  7  percent. 

DEMAND  AND  CONSUMPTION 

UNITED  STATES ;      Mill  activity  continues  at  comparatively  high  level 

Domestic  mill  activity  in  December  o.nd  the   first  3  weeks   of  January  was 
approximately  equal   to   or  above  activity  in  November.      The   daily  rate   of  cotton 
consumption  in  December,    estimated  at  28,300  bales,    was  slightly  larger  than  in 
November  and  38  percent  higher  than  in  December  1937,      The  565,000  bales  consumed, 
by  domestic  mills  in  December  were,    with  the  exception  of  December  193&,    the 
largest   for   the  month  in  12  years.      The  2,800,000  bales  used  by  mills  from  August 
through  December   exceeded  consumption   in  the   like  period  last   season  by  160,000 
bales  or  6  percent  and  the  average  for   the  period  during  the  past  10  years  by  13 
percent. 

During  at  least   a  considerable  part  of  December   the    indications  are   that 
sales  of  cotton  textiles  by  domestic  mills  vrere    somewhat  less  than  the  -production 
of  cotton  textiles.      In   the   second  and    third  weeks  of  January,   however,    aggre- 
gate  sales  are   said  to  have  about  equaled  production,   with  sales  of  some  types 
of  goods  reported  as  having  exceeded  production.      Should  general  business  con- 
ditions continue  at  about  present  levels  or   show  an  increase,    domestic  cotton  con- 
sumption would  continue  at  a  relatively  high  rate  and  greatly  exceed  consumption 
during  the   last  half  of  last   season. 

EUROPE;      1/     General   situation  continues  unfavorable 

As   is  usual   in  December,   holidays  and  year-end  stock-taking  combined  to 
slow  the  pace  of  European  textile  markets.      In  £he  free  exchange  countries,    the 
uncertainties  of  the   international  political   situation  on  the  one  hand  and.  of 
the  cotton  price   structure  on  the  other,    continued  to   discourage  long-term 

1/     Based  largely  upon  reports  from  the  Bureau's  London  office,    dated  January  11. 
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;ommitments  and  so  to  exercise  a  restraining  influence  on  the  textile  markets.  De- 
finite heavily  curtailed  mill  activity  in  Great  Britain  sales  are  reported  to  have 
been  "below  production  throughout  December  and  early  January.   Some  of  the  smaller 
cotton  consuming  countries  report  somewhat  similar  conditions,  "but  apparently  not 
quite  so  unfavorable. 

The  raw  cotton  situation  remained  little  changed.  Import  volume  continued  to 
lag  and  price  relationships  were  still  generally  unfavorable.   Though  French  spinners 
\re  said  to  have  "bought  more  liberally,  spinner  "buying  has  "been  generally  of  a  cau- 
tious nature,  especially  so  far  as  American  cotton  is  concerned.   The  intensive  com- 
petition for  yarn  orders  has  tended  to  induce  spinners  to  cut  costs  where  possible  hy 
the  use  of  cheaper  cottons.   At  the  same  time  in  an  effort  to  assure  themselves  of 
needed  supplies,  spinners  apparently  have  "been  willing  to  make  longer  forward  com- 
mitments for  low-priced  exotics  than  for  American.   That  spinners  will  find  it  neces- 
sary to  enter  the  market  for  American  cotton  more  freely  as  the  season  advances  is 
taken  for  granted.   Present  indications u  however ,  are  that  the  volume  may  "be  held 
to  a  minimum. 

United  Kingdom 

The  cotton  situation  in  December  and  early  January  was  somewhat  obscured  "by 
holidays  and  year-end  stock-taking  which  combined  to  slow  the  tempo  of  activity  in 
the  last  10  days  of  the  month.   From  certain  points  of  view  it  is  possible  to  see 
modest  signs  of  improvement,  notahly  in  cotton  mill  employment  near  the  middle  of 
the  month,  in  for'-'ardings  of  cotton  to  mills,  and  in  more  positive  yarn  price  poli- 
cies of  spinners.   On  the  other  hand,  a  great  deal  of  difficulty  is  reported  in 
"booking  new  orders,  and  trade  reports  indicate  that  despite  the  restricted  output 
sales  were  generally  running  "below  production.   Business  in  all  departments  is 
characterized  "by  caution  which  it  is  said  was  inspired  "by  the  unsettled  state  of 
international  political  relations  and  "by  uncertainty  as  to  the  future  movement  of 
spots  and  futures  cotton  prices.   Present  relationships  "between  prices  of  cotton 
for  early  delivery  and  those  for  delivery  later  in  the  present  or  early  in  the  next 
season  continue  to  discourage  extended  commitments  and  to  encourage  the  reduction  of 
stocks'  at  the  expense  of  new  activity  in  all  sections  of  the  trade.   Business  thus 
follows  a  hand-to-mouth  pattern,  new  orders  tending  to  be  for  small  quantities  and 
near-terra  deliveries.   Price  spreads  "between  different  growths  of  cotton  are  still 
for  the  moot  part  to  the  disadvantage  of  American,  though  the  carry-over  of  mill 
contracts  from  last  season  has  so  far  helped  to  sustain  the  share  of  American  in 
mill  q      tion.   Devopments  in  some  of  the  factors  "basic  to  general  economic  ac- 
tivity in  Great  Britain  have  "been  of  a  favorahlc  nature  and  may  later  stimulate  an 
improvement  in  the  cotton  textile  industry  and  raw  cotton  demand.   For  the  present, 
however,  their  influence  appears  to  he  outweighed  by  other  factors. 

Export  demand  for  piece  goods,  according  to  reports,  has  been  only  moderate 
and  mainl;y  for  small  lots.   The  Indian  trade,  which  remains  as  the  "backbone  of 
British  textile  exports  despite  its  huge  post-war  shrinkage,  has  "been  disappointing, 
due  in  part  to  a  resurgence  of  Far-Eastern  competition.   West  Africa,  although  re- 
porting "tetter  clearances  of  old  orders,  has  not  reentered  the  market  on  an  important 
scale.   Other  markets  have  hought  only  sparingly,   Although  total  exports  of  piece 
goods  in  the  calendar  year  1933  -rere  28  percent  "below  those  in  1937,  the  volume 
increased  considerably  from  June  to  November.   Exports  of  roundly  120  million  square 
yards  in  November  were  the  largest  for  any  month  since  March  and  about  25  percent 
greater  than  those  of  June.   As  is  usua.lly  the  case,  a  substantial  decline  occurred 
from  November  to  December. 
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In  the  hone  trade,  some  disappointment  was  expressed  with  the  retail  turnover 
in  November,  which  for  the  first  time  since  May  showed  a  decline  in  total  value. 
Retail  sales  of  piece  goods,  household  textiles  and  dress  materials  were  all  "between 
5  and  6  percent  "below  the  value  of  sales  in  November  1937-   But  with  a  decrep.se  in 
the  same  12  months  of  about  5  percent  in  the  wholesale  nrice  index  of  cotton  textiles 
(ten  items),  it  seems  probable  that  volume  decreased  somewhat  less  than  the  value 
figures.   Christmas  trade,  hampered  to  some  extent  "by  extreme  weather,  was  definite- 
ly below  expectations.   Although  official  figures  for  December  are  not  yet  available 
the  drop  from  a  year  "before  is  unofficially  estimated  at  from  5  to  10  percent. 

The  continued  low  level  of  demand  for  yarn  in  the  United  Kingdom  has  reduced 
the  manufacturing-activity  margins  materially.   Margins  on  some  types  of  American 
yarns  are  narrower  than  they  were  a  year  ago  by  a.  third  or  more.  The  yarn  market  is 
confronted,  moreover,  with  the  possibility  of  later  difficulties  in  the  knitting 
industry  which  normally  takes  6  percent  or  more  of  the  British  cotton  yarn  produc- 
tion. Nevertheless,  the  position  of  spinners  still  seems  to  "be  sufficiently  strong 
to  permit  a  moro  aggressive  price  policy.  On  December  19  the  reestablishment  was 
announced  of  the  U2's  weft  agreement,  which  was  threatened  with  "breakdown,  and  the 
extension  of  its  operation  to  March  J>1   next.  Likewise  on  December  J>0,    it  was  voted 
to  withdraw,  after  3  months,  a  5  percent  price  discount  on  Egyptian  type  yarns  which 
for  some  tine  has  been  allowed  manufacturers  purchasing  exclusively  of  firms  partici- 
pating in  the  yarn  margin  maintenance  schemes.   Meanwhile  a  plan  for  a  single  agree- 
ment to  control  prices  on  the  entire  output  of _ American  yarns  has  been  formulated  in 
anticipation  of  the  enactment  of  a  Cotton  Industry  Enabling  Bill  which  would  presum- 
ahly  generalize  it  and  give  it  statutory  force. 

Noting  the  facts  that  "business  activity,  as  reflected  in  the  Economist  index, 
has  levelled  off  since  May  at  ahout  9  to  11  nercent  "below  its  high  point  of  113a  in 
Septemher  I937  (1935  =  100),  and  that  the  declines  both  in  commodity  prices  and  em- 
ployment appear  to  have  "been  checked,  a.  lea.ding  banking  institution  concludes  that 
the  recession  which  "began  a  little  more  than  a  year  ago  nay  now  "be  supposed  to  have 
ahout  run  its  course.   Reviewing  the  basic  factors  in  the  British  general  economic 
position,  a  number  of  favorable  developments  suggests  a  a  possibility  of  improvement 
in  1939-   Among  these,  in  addition  to  the  commodity  and  employment  situation,  are: 
(1)  the  course  of  recovery  in  the  United  States,  (2)  the  Anglo-American  trade  agree- 
ment, and  (3)  the  improved  competitive  position  in  world  markets  of  British  pro- 
ducers resulting  from  the  decline  of  the  pound.   The  cheapening  of  sterling  in  the 
year  amounts  to  ahout  7  percent  in  terms  of  lire,  Reichsmarks  and  United  States 
dollars,  and  ahout  6-f  percent  in  terms  of  Belgas. 

Mill  takings  of  raw  cotton  of  all  kinds  so  far  in  the  present  season  have 
"been  running  at  ahout  four-fifths  of  those  of  a  year  ago.   Takings  of  American, 
sustained  hy  the  carry-over  of  mill  contracts  made  for  the  1937-38  season,  have  thus 
far  fallen  off  hut  little  more.  New  mill  buying  of  American  cotton,  however,  has  not 
been  on  m   important  scale  so  far  this  season,  although  merchants  holding  stocks  in 
British  warehouses  are  reported  to  have  "boon  offering  it  at  concessions.   That  spin- 
ners will  find  it  necessary  to  come  into  the  market  more  freely  for  American  cotton 
in  the  near  future  seems  to  he  taken  for  granted,  but  the  present  prospect  is  that 
buying  will  he  held  to  hare  necessities.   Brazilians  and  West  African  have,  however, 
continued  to  enjoy  a  fair  demand.   With  competition  for  yarn  orders  as  severe  as  it 
was  through  1938,  soinners  were  under  -nressuro  to  pare  their  costs  to  meet  competi- 
tors' prices,  and  those  who  could  use  the  cheaper  cottons  have  bought  them  more  free-* 
ly  than  usual.   The  share  of  Brazilians  in  the  mill  takings  has  been  rising  sharply 
and,  with  the  seasonal  peak  movement  of  East  Indians  just  ahead,  prospects  for  main- 
tenance of  the  American  share  through  the  remainder  of  the  season  are  doubtful. 
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Between  August  1  and  December  }0,    im-oorts  of  cotton  of  all  kinds  were 
about  throe-fifths  as  large  as  in  the  same  months  of  1937.  though  East  Indian 
showed  an  increase  of  87  percent  over  the  same  period  last  season  and  more 
modest  increases  were  recorded  for  Brazilians,  Peruvian,  Sudanese  of  "both 
Sakel  and  American  types  and  for  East  and  West  African.   Imoorts  of  263, 500  "bales 
of  American  were  hut  2S  percent  of  those  in  the  first  5  months  of  last  season, 
though  a  .slight  increase  in  the  cotton  at  sea  suggests  that  this  figure  may 
later  be  increased  somewhat.  The  excess  of  mill  takings  of  American  over 
imports  since  August  1  totaled  ah out  180,000  hales,  leaving  the  port  stocks 
at  the  end  of  Decemher  at  just  over  500,000  hales  -  equal  at  this  season's 
rate  of  consumption  to  ahout  5  months'  requirements  after  allowance  for  a 
minimum  residue.   Stocks  of  American  have  been  declining  since  May,  and 
total  stocks  of  all  kinds  have  declined  since  February  193^>>  though  at  a 
slower  rate  than  American.  At  the  end  of  December  the  American  stocks  were 
only  about  three-quarters  as  great  while  stocks  of  all  kinds  were  about  98 
percent  as  great  as  a  year  earlier.   Relative  to  the  recent  years,  however, 
total  stocks  are  still  large. 

France 

Reports  with  respect  to  sales  of  cotton  textiles  by  French  mills 
in  December  are  somewhat  contradictory  but  trade  reports  considered  reliable 
indicate  some  improvement.  The  improvement  apparently  continued  into  the 
first  part  of  January.  Reports  at  the  end  of  December  indicated  that  spinners 
and  manufacturers  rather  generally  had  orders  sufficient  to  occupy  them  through 
March  and  in  some  instances  as  far  ahead  as  June.   Sales  to  the  colonies,  the 
bulk  of  which  ordinarily  takes  place  in  December  and  January  and  which  regular- 
ly accounts  for  about  15  percent  of  French  mill  consumption  of  raw  cotton, 
were  expected  to  be  at  least  as  large  as  usual,  if  not  a  little  larger.   Textile 
prices  tended  to  hold  firm  though  in  some  instances  a  slight  easing  was  re- 
ported coincident  with  a  moderate  strengthening  of  the  franc. 

December's  developments  in  French  national  economy,  pointed  in  the 
direction  of  ultimate  improvement.  Within  30  days  from  the  government's  pro- 
mulgation of  its  h~ year  plan  of  national  rehabilitation,  it  was  possible  to 
record  the  repatriation  of  French  funds  in  substantial  amounts,  recovery  in 
the  prices  of  government  and  other  public  *>onds,  and  the  refunding  of  certain 
French  railway  obligations  in  the  Netherlands  and  Switzerland  at  materially 
lower  rates  of  interest.   These  evidences  of  reviving  confidence  are  suffi- 
cient to  suggest  that  if  France  can  remain  at  peace  and  the  program  can  be 
spared  interruption  from  within,  the  last  2  months  of  I93S  may  be  looked 
upon  as  marking  a  decisive  turn  in  French  economic  conditions. 

Although  current  operations  in  the  French  textile  industry  appear  to 
be  returning  very  little  profit,  potentially  at  least  the  position  appears 
to  have  strengthened  materially,  especially  in  the  export  field.  During  I938 
the  value  of  the  franc  declined  by  about  17  percent  in  terms  of  the  pound  ster- 
ling which  in  turn  declined  some  7  percent  in  terms  of  dollars  and  other  cur- 
rencies remaining  unchanged  in  value.   French  wholesale  prices  are  now  generally 
lower  than  British  by  a  substantial  margin.  AlthougniFrlncn^ textile  exports, 
other  than  those  to  the  colonies,  are  relatively  small,  French  spinners  have 
recently  found  themselves  able  to  export  to  markets  in  which  heretofore  they 
have  been  little  able  to  compete.  Exports  of  yarn  to  Belgium  in  particular 
have  increased,  and  with  the  curtailment  of  Cze.cho*-G]ovakian  exports  it  is 
thought  that  some  part  of  Czecho-Slovakia's  former  external  markets  may  now  be 
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shifted  to  Prance. 

Inports  and  withdrawals  from  stock  at  Havre  "between  August  1  and  December  29 
and  stocks  on  hand  Decenber  29,  with  comparisons  for  1937,  ^re  given  in  the  follow- 
ing table: 


Imports  :      Withdrawals  :  Stocks 


:  1938        t        1937          :      19^8      :      19^7      :      1938      :      1967 

:  1,000  1,000  1,000  1,000  1,000  1,000 

:  hales  "bales  hales  hales  hales  hales 

American .:  230,5  393.2  I5U.5  2U0.H  26or2  265JS 

Egyptian    . . :  -  2.3  .7  2^U  -  ,2 

Brazilian   :  7H.5  ig.i  Hi. 3  20.1  51.3  H.8 

Indian    ..:  9.0  h'.J  9.U  10.0  5.1  6.6 

French  West  African   .  .  . :  10.9  5'.  4  8-5  4'.  6  17.2  5^8 

Other  Trench  Colonial. .  :  28.1  5.H  If'.G  6.2  15.7  1.7 

Miscellaneous   :  5.7  6.9  12.2  6.1  g.O  7:3 


Totals   :      358.7  U36.O  25U.2         289.8         357.5         292.2 


Germany     £/ 

The  German  "cotton  textile"  industry,  which  now  uses  large  quantities  of 
artificial  fiber,  closed  the  year  1938  with  mill  operations  at  the  highest  level  in 
years  and  with  a  record  production.   Trade  reports  indicate  that  the  1938  output  - 
on  the  basis  of  raw  cotton,  staple  fiber,  waste  cotton,  regenerated  cotton,  etc.  - 
exceeded  1937  production  by  around  J   percent  and,  for  the  second  successive  year, 
exceeded  the  peak  production  of  1928. 

This  continued  rise  in  production  '-as  based,  in  part,  upon  somewhat  larger 
imports  and  utilization  of  raw  cotton,  but  even  more  upon  the  steadily  growing 
substitution  of  domestic  staple  fiber,  and  cotton  waste  and  regenerated  cotton, 
the  latter  mainly  from  domestic  sources. 

The  year  closed,  however,  with  the  industry  confronted  by  a  considerable 
number  of  problems,  some  of  them  old  and  some  new.   The  most  important  are  those 
arising  from  the  incorporation  into  Germany  of  the  Sudeten  textile  industry,  with 
some  1,800,000  cotton  spindles  and  a  wide  variety  of  other  cotton  textile  estab- 
lishments.  Germany  is  thus  faced  in  1939  with  the  necessity  of  supplying  raw 
material  for  about  25  percent  more  spindles  (1,800,000  in  Sudetenland  and  7^2,000 
in  Austria)  than  existed  in  the  first  part  of  1938.   This  problem  arises  at  a 
time  when  the  balance  of  tr.ade  is  becoming  more  and  more  unfavorable,  and  with 
demands  for  foreign  exchange  increasing  rather  than  decreasing.   The  latest  trade 
figures  already  point  to  some  -  though  possibly  only  temporary  -  deterioration  in 
raw  cotton  supplies,  inasmuch  as  November  net  imports  of  all  cotton  fibers  (raw, 
waste  and  regenerated)  dropped  sharply  to  about  23,600  tons,  approximately  109,000 
equivalent  bales  of  kjS   pounds,  as  compared  with  31,200  tons  (lfy+,000  bales)  in 
October  and  33.300  tons  (15^,000  bales)  in  November  1937.   The  December  movement 
of  cotton  at  Bremen,  moreover,  continued  to  be  a  declining  one.   It  is  too  early 


2/   Information  relating  to  Germany,  Czecho- Slovakia,  Poland,  Switzerland, 
Finland  and  Rumania  supplied  by  Agricultural  Attache,  Lloyd  V.  Steere,  Berlin. 
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to  forecast  future  developments,  "but  a  continuation  of  this  tendency  would  certainly 
necessitate  a  reduction  in  the  allocation  of  spinning  materials  to  cotton  mills,  if 
it  has  not  already  "been  necessitated  "by  the  recent  increase  in  the  number  of  spin- 
dles to  "be  supplies. 

The  great  "bulk  of  German  cotton  textile  production  continues  to  "be  for  the 
domestic  market,  where  demand  has  been  climbing  steadily  for  the  past  2  or  3  years. 
Textile  market  reports  frankly  indicate  a  widespread  "goods  hunger"  for  many  types 
of  products,  "but  more  especially  the  common  household  textiles.   Retail  sales  of 
textiles  and  clothing  in  the  first  10  months  of  193^  were  12  percent  (in  value) 
above  those  of  1937  ™&   60  percent  above  1933.   Of  the  12  percent  increase  over 
1937.  about  7  "oercent  represented  larger  volume,  and  5  percent  higher  prices. 
Reports  indicate  a  noticeable  drift  toward  "better  quality  goods. 

Recently  renewed  interest  in  the  raw  material  problem  has  "been  accompanied 
by  reviews  of  the  principal  achievements  in  oerfecting  staple  fibers  during  193^. 
-Especially  emphasized  is:  the  production  of  a  fiber  called  Vistra-Hochnassfest, 
which  is  claimed  to  have-  an  even  greater  wet  strength  than  cotton.   Vistrolan 
fiber,  it'  is  said,  can  ho  dyed,  in  a  single  orocess,.  the  same  color  as  wool  with 
which  it  is  mixed.   Dura-flox  is  a  new  type  of  fiber  which  will  stand  hard  wear 
and  "boiling.   Paraflox,  one  that  is  water-repellent,  washable,  and  impervious  to 
rain  and  dirt.   Ploxolan  fiber  is  reported  as  a  very  recent  and  important  develop- 
ment of  a  fiber  for"  mixing  with  wools  of  varying  fineness,  one  that  is  oven  revo- 
lutionary.  Allowing  for  a  considerahle  amount  of  over-appraisement  of  these  develop- 
ments, it  is  nonetheless  evident  that  technical  progress  continues  to  he  made  in 
the  production  and  the  use  of  substitute  fibers,  and  that  1939  will  "bring  a  re- 
newed emphasis  upon  expansion  of  their  production,  particularly  to  supply  the 
Sudeten  and  Austrian  mills.   It  is  stated  that  productive  capacity  for  staple 
fibers  will  reach  ?C00OOC  tons  (equivalent  to  922,000  hales  of  k~[S   pounds  net  on 
a  pound-for-pound  basis)  annually  in  the  spring  of  1939. 

Nevertheless  an  acute  need  for  additional  supplies  of  raw  cotton  continues. 
From  reliable  sources  it  was  indicated  about  the  middle  of  December  that  an  offer 
to  take  some  300,000  bales  of  Egyptian  cotton' over  and  above  Germany's  usual  pur- 
chases of  this  growth,  in  exchange  for  German  machinery,  arms,  ammunition  and 
other  goods,  had  "been  rejected  by  the  Egyptian  government.   A  somewhat  similar 
olan  to  take  1C0, 000 /additional  of  Indian  cotton  in  exchange  for  German  machinery 
is  stated  to  be  in  process  of  negotiation  with  fair  prospects  of  being  arranged 
If  consummated,  German  takings  of  Indian  cotton  would  be  increased  by  roughly  two- 
thirds  over  the  average  of  the  last  three  seasons. 

Reports  from  both  the  Sudeten  and  Austrian  textile  industry  have  indicated 
a  marked  revival  of  activity  in  1938,  particularly  in  the  Sudeten  industry  in . the 
past  2  months.   A  number  of  Reichenberg  plants  are  reported  booked  up  to  the  end 
of  1939,  and  some  plants  are  working  extra  shifts.   Many  mills  have  taken  on  a 
large  number  of  new  workers,  and  textiles,  instead  of  being  the  industry  with  the 
greatest  amount  of  unemployment  in  Sudetenland,  now  report  a  certain  dearth  of 
skilled  workers,  many  of  whom  had  drifted  into  other  occupations. 

Government  regulation  of  the  German  cotton  trade  and  industry  has  now  been 
extended  to  Austria  and  Sudetenland  as  the  result  of  an  order,  issued  December  10, 
by  the  Cotton  Control  Office  (Ue"berwachungsstelle  fur  Batunwolle),  under  which  pur- 
chases, stocks  and  nrocessing  of  raw  cotton  in  Austria  and  the  Sudeten  territory 
come  under  the  same  controls  as  those  which  apply  to  Germany  proper. 
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December  movements   of  cotton   in  and  out   of  Bremen  were   strikingly  small, 
as   compared  "both  with  November  and  rith  December   1937  and  I936.      The  principal 
factor  was   the  receipt   of  only   some   28,000  "bales  of  American  cotton   in   the   4 
weeks  ending  December   24,    1938,    as  compared  v?ith  72,000  "bales   in  the  preceding 
4  weeks,    and   102,000   in   the   corresponding  4  weeks  of  last   season.      Receipts  of  all 
growths   totaled  only  55.000  hales  as  against    shipments  of  87,000  hales,    with  a 
resultant  net   decline   of  32,000  hales   in   total   stocks,    which  are  now  ra-oidly  drop- 
ping down   toward  the   levels  of  last  year,    after  holding  well  ahove  a  year  earlier 
all   during  the  past   fall.      The    small    supplies  afloat    seem  to  make   a  further   de- 
cline  inevitable    in  the   weeks   immediately  ahead. 

Bremen  receipts  and  reshipments  of  cotton  between  August   1  and  December  24,    and 
stocks   on  hand  on  December  24,    I938,    1937,    an<i  1936 


Receipt 

s      : 

Reshipments    ' 

Stocks 

1936 

;  1937 

:'  1938 

1936  ;  1937  ; 

1938 

.1936  1 

1937  ; 

1938 

1,000 
bales 

313 

:    13 

i   176 

1,000 

bales 

8 

203 

1,000 
bales 

220 

15 

224 

1,000  1,000 

!bales  bales 

1,000 
bales 

203 

19 

24l 

•  1,000 
bales 

135 
8 

46 

189 

1,000 

bales 

163 

2 

32 

197 

1,000 
bales 

American  . . ; 
East  Indian- 
All  other 

293   357 

!    25    12 
:   171   218 

165 

4 
70 

Total  . . 

:   502 

628 

^59, 

:  489   587 

463 

239 

Bremer  Baumwellborse. 


German   imoorts  of   raw  cotton   in  November   were    strikingly  lower,    dropping 
to   80,000  bales   from  106,000    in  October  and  122,000  bales   in  November  1937.      This 
decline  brings  the   total    for  the   4  months   since  August   1   to   432, 000  bales,    or 
but   little   above   the  428,000  bales   for   the   same  months  last  year.      Imports  of 
raw  cotton  ran  considerably  larger   than   in  1937   during  much  of  1938. 

The  most    striking  change    in   the   origin  of  imoorts  continues   to  be   that 
for   the  United  States,    which  during  the    first  4  months  of  the    season   supplied 
less   than  half  as  much   to   Germany  as   in   the  corresponding  oeriod  last    season. 
Takings  of  Peruvian  and  Russian  cotton  also  ran  behind  a  year   earlier,   but   takings 
from  other    imoortant   sources  of   supply  were  equal   or   larger.      Egypt,   Brazil  and 
Argentina   supplied  more   cotton  than   in   the   same  months  of  the  1937-38   season. 
Argentina,    for   the   first   time,    in  fact,    has  reached  an  equal   footing  with  the 
United  States,    and  Egypt  has  joined  Brazil  as  an  even  larger   source   of   supply. 
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Germany:      Imports  of  raw  cotton,    total,    and  "by   specified  countries 


.    November   !    October :      November    : _     August   to  November 

Countries  \        ^37        .        ^g      .  "       ^g     '   .        1937        .  1935 


Bale  s  Bales      '        Bales              Bales                Bales 

United  States    '.'...'.:  22,856  15,7SO 

British   India   :  8,020  8,052 

Egypt   ..........  ...:  20,653  16,865 

Brazil... :  ft2,ftft0  25,159 

Argentina   :  ft,  12ft  V) , 5U3 

Peru '.:  12,105  :7,882 

Turkey :  2, UU7  999 

Iran  .,  .  .  \  \  -  5 ,  86ft 

Soviet  Russia :  ft,8ft5 

5elgian  Congo  .....:  767  796 

French  West  Africa.:  138 

China  ...........  ..\  768  1,087 

Mexio .:  717  2,982 

British  West  Africa: 

(Nigeria)  :  I35 

Total  all  coun-  : 

tries :  121,802  105,955    80,3ftft   ft27,597    ft3l,937 


13,5S5 

110,70ft 

52,850 

5,080 

36,110 

35,108 

ift,929 

59,207 

6q , 225 

18,695 

125,622 

139,523 

9,98ft 

13,907 

52,579 

6,522 

ftft,ofti 

28,018 

2,268 

10,183 

11,118 

ft,5ft2 

- 

1ft, 731 

- 

8,^83 

- 

273 

1,719 

1,855 

56 

2,ft08 

56 

1,521 

ft  ,013 

ft,  372 

1,7^8 

ft,  329 

ift,39ft 

5^ 

365 

1S7 

German  Foreign  Trade  Statistics. 
Czecho- Slovakia 

Late  November  and  mid~3ecember  reports  from  Czecho-Slovakia  have  begun  to 
reflect  a  certain  amount  of  readjustment  and  revival  in  the  disorganized  cotton 
textile  industry.   The  spinning  mills,  of  which  the  country  lost  a  relatively 
larger  share  of  its  capacity  than  it  did  cloth-making  plants,  have  been  the  first 
to  recover.   An  extremely  active  demand  for  yarn  is  indicated.   Many  mills  which 
had  to  reduce  operations  for  lack  of. cotton,  due  to  interruption  of  buying  and  cf 
communication,  have  recently  been  enabled  to  increase  activity  as  a  result  of  the 
arrival  of  new  raw  material  supplies.   Weavers,  on  the  other  hand,  are  still 
suffering  from  a  lack  of  orders,  though  some  improvement  has  been  noted.   Textile 
export  business  seems  to  be  reviving  very  slowly  under  oresent  intensely  com- 
petitive conditions,  but  the  domestic  market  is  very  active  in  most  textile  lines, 
especially  clothing.   This  seems  to  be  arising,  at  least  to  some  degree,  from  a 
certain  uneasiness  about  currency  values  and  fear  of  higher  orices. 

Recent  weeks  have  also  brought  a  number  of  indications  as  to  some  of  the 
fundamental  changes  that  may  result  from  the  cutting  in  two  of  Czecho-Slovakia' s 
highly  intricate  cotton  textile  industry.   The  Minister  of  Economics  recently 
declared  that  new  industries  must  be  built  up  to  take  the  place  of  those  lost  in 
the  territory  ceded t 0  Germany,  and  great  activity  in  this  direction  is  already 
reported.  I    t      amber  26  dispatch  from  Prague  states  that  the  Ministry  has  already 
had  requests  fc    arid  r  to  start  nearly  200  new  industrial  undertakings,  of  which 
about  70  perc  at  •.-ere  in  the  textile  branch.   Emigrants  from  the  S-xdacan  area  have 
ceen  especially  active  in  this  respect.   These  new  enterprises  will  include  a  vdde 
range  of  product-.,  among  them  clith  gloves,  knit- goods  and  cotton  spinning. 

Unfavorable  reports,  too,  are  not  lacking.   A  number  of  firms  are  reported 
to  have  shut  down  on  grounds  of  loss  of  most  of  their  business  with  the  Sudeten 
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area.      Others  are   threatened  "by  lack   of  chemicals,   paper  and  other  products  needed 
in   textile   manufacture. 

Poland 


Poland  is  now  reported  to  "be  preparing  a  program  for  the  gradual  curtail- 
ment of  iimotrts  of  textile  raw  materials  and  their  replacement  "by  substitute 
fibers  of  domestic  origin^/. 

The  Polish  government  is  desirous  of  seeing  imports  of  textile  raw  materials 
reduced  by  25  to  J>C   percent  during  the  next  3  years.   Domestically-produced  fibers 
are  to  "be  useo  in  -olace  of  the  decreased  raw  materials  imported,  according  to  in- 
formation emanating  from  the  Paw  Material  Office  of  the  Polish  Ministry  of  Com- 
merce, where  a  meeting  of  representatives  of  the  textile  industry  and  the  govern- 
ment was  held  to  discuss  the  textile  raw  material  situation.   Daring  the  discus- 
sions, it  is  reported,  stress  was  laid  upon  the  fact  that  the  use  of  "Kotonin", 
which  is  produced  from  hemp  and  flax,  has  not  yet  "Leon  -or of  i table _  for  the  cotton 
industry,  and  that  it  is  not  yet  "being  produced  in  sufficient  quantities  to  meet 
the  needs  of  the  textile  industry  and  to  he  utilized  with  success. 

The  Vice  Minister  of  Commerce,  however,  stressed  the  importance  of  "build- 
ing-up an  artificial  fiher  -oroduction  industry,  and  stated  that  the  Polish  tex- 
tile industry's  utilization  of  artificial  fihers  was  toe  low,  that  the  industry 
seemed  to  lack  initiative  in  founding  the  necessary  new  synthetic  products  indus- 
tries which  the  State  considered  necessary  for  national  defense,  and  that  the 
Polish  government  will,  accordingly,  be  ohliged  to  take  up  the  matter  in  an 
active  manner.   As  the  next  step,  it  is  reported,  the  government  intends  to  make 
compulsory,  in  1939,  the  use  of  UoO  tons  of  Kotonin  per  month  as  compared  with 
206  tons  since  August  Y) 33. 

Switzerland 

The  fear  of  unfavorahle  developments  in  the  Swiss  cotton  textile  trade  with 
Germany,  which  had  "been  engendered  "by  the  declining  Swiss  trade  with  Germany, 
has  now  "been  somewhat  allayed. 

In  recent  trade  negotiations  with  Germany,  the  Swiss  have  made  arrangements 
for  increasing  the  scope  of  the  textile  processing  trade  between  Switzerland  and 
Greater  Germany.   There  is  not  much  optimism,  however,  atout  the  longer  time  ex- 
port outlook.   Government  authorities  in  the  Federation  have  given  up  hone  of 
prrspects  for  a  return  of  much  of  the  farmer  market  for  Swiss  embroidery,  and  the 
less  profitable  units  of  this  specialized  industry  are  "being  scrapped  and  the 
embroiderers  are  "being  retrained  and  transferred  to  other  trades. 

Finland 

The  textile  industry,  particularly  the  cotton  textile  industry,  has  "become 
of  increasing  importance  to  the  economic  life  of  Finland  in  recent  years.   It  now 
covers  the  major  portion  of  the  country's  textile  goods  requirements,  and  for  a 
number  of  years  there  has  been  an  increasing  volume  of  exports,  especially  of. 
cotton  goods.   Cotton  is  the  most  important  "branch  of  the  textile  industry,  fol- 
lowed in  value  of  output  hy  the  wool,  knitting,  clothing  and  linen  industries. 

The  Finnish  cotton  industry  works  entirely  with  imported  raw  materials. 
The  raw  material  requirements  of  the  wool  and  linen  industries  are  covered  hy 


Zj     From  a  report  of  the  American  Embassy,  Warsaw,  dated  December  5,  193&,  scad. 
Frankfurter  Zeitung,  Decemher  lg,  1938. 
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imoorts  up   to   7G  percent,    and   the  clothing   industry   imports  from  30   to   5G  percent 
of  its  raw  material  needs. 

Within  a  relatively   short  neriod  of  tine,    Finland's   textile  production  has 
"been  more   than  doubled;    in   the   clothing  and  knitting   industries    it  h?s  "been    in- 
creased fivefold.      Also   characteristic   of  the   development   of  the    industry   is   the 
~fact   that  production   in  recent  years  has  ":ecome  more   and  more  manifold.        The 
domestic  production  of  the  more   important   articles   covers   the   largest    share   of 
the   country's  requirements,    in   the   case   cf  cotton  goods  ah out   75  percent   of  total 
needs,    the   imports  being  chiefly   specialties.      The  relation  between   the   domestic 
production  and  imports   is   shown   in   the   following  tabulation: 


Cotton  cloth 
Production    .  , 
Imports   

■V^olen   fabrics 
Production    . , 
Imoorts    


1926-30 

Mil.  lb. 

1931-35 
Mil.  lb. 

1936 

Mil . lb . 

1937 

Mil. lb. 

12'.7 
3.2 

13^9 
2.3 

16;2 

19l0 

7.9 

^2 
3.6 

5l  7 

1.7 

6'.g 

2.5 

7^9 
3.3 

Finland's   imports  of   textile  goods  have    increased  in  recent  years   due   to 
the   favorable  economic    situation  and   to   the   fact   that   the    expansion  of  domestic 
production  has   fallen  "behind  the    strong  upward   swing  cf  domestic   demand.    During 
the  period  1921-25,    total  Finnish  imports  of  textile  goods  were   valued  at 
UgC,0G0,0CC   Finnish  Marks, .equivalent   to   $9,60C,000  when  converted  at   current 
rates  of  exchange,    annually.      They  rose   to  733,^00,000  Finnish  Marks  or  about 
$18,500,000,    on   the  average, in   the  years  I926-3O,   but   droooed  to   325,000,000 
Finnish  Marks,    less   than  $7,0CC,O00,    during  the   5-year.period  I93I-35.      In  1936, 
imports  were  valued  at   507,000,000   Finnish  Marks,    or   $11,100,000,    -and   in  I937 
they  rose   to  731,000,000  Finnish  Marks,    or  $l6, 000,000. 

Early   in  1938  a  declina   in  the    imports  of   textile  goods   took  place,   but 
this   decline  kept  within  narrow  limits.      From  January  through  September  1938, 
however,    the   total    imports  of   textiles  were    slightly  larger  than   in   the   corre- 
sponding period  of  1937 . 

Rumania 

According  to  reports  received  by  the  Re ichsnahr stand  (The  German  Food 
Estate),  the  cotton  acreage  in  Rumania  is  to  be  increased  to  7^,130  acres.   The 
se  cotton  acreage  has  received  a  favorable  reception  in  Rumania, 
t  crop  has  been  increasingly  difficult  to  market,  and  profitable 
s^^i^ites-hard  to  find.   In  I937  only  k,kkS   acres  were  planted  to  cotton,  but 
in  1933  lh,826  acres  -ere  seeded,  and  now  plans  call  for  increasing  this  area 
fivefold. 

Rumania  today  is  far  from  being  self-sufficient  in  cotton,  the  oresent 
crop  only  providing  for  something  in  the  neighborhood  of  one-twentieth  of  total 
domestic  requirements.   The  Rumanian  government,  however,  is  encouraging  such  a 
BAirt  to  cotton  producticn,  and  there  has  been  placed  at  the  disposal  of  the 
:onpetent  Rumanian  authorities  a.  credit  of  o, 000,000  Lei . (equivalent  to  $.6,000) 
according  to  reports,  which  will  be  used  for  the  purpose  of  obtaining  first  class 
cottonseed  for  planting  purposes. 


CS-27  -  lU  - 

Italy  kf 

Developments  in  the  Italian  cotton  trade  and  industry  during  December  1938 
were  fully  as  unsatisfactory  as  had  been  expected  in  the  immediately  preceding 
months,  and  the  outlook  for  the  nev  year  was  considered  even  loss  promising.   Un- 
certain prospects  in  the  domestic  market,  further  loss  of  foreign  markets,  increas- 
ing government  control  of  the  trade,  unsatisfactory  returns  and,  underlying  all 
these  causes  and  probably  responsible  for  many  of  them,  a  real  fear  of  war  in  the 
near  future,  all  tended  to  destroy  initiative  and  to  increase  the  difficulties  of 
manufacturers  and  buyers  in  trying  to  lay  plans  for  future  trade. 

A  slightly  better  demand  in  the  domestic  market  for  mixed  goods  appears  to 
have  followed  the  depletion  of  old  stocks  of  textiles  and  the  acceptance  by  the 
public  of  the  mixed  fabrics  to  which  the  cotton  mills  must  limit  their  production 
for  domestic  consumption  from  January  1,  1939.   Apparently  less  sales  resistance 
is  being  met  than  had  beer,  anticipated  and  producers  point  out  that,  in  many 
respects,  the  change  is  mere  one  of  theory  than  of  practice  since  the  a.dmixture 
of  cotton  substitutes  has  grown  materially  during  the  past  2  or  3  years  and  the 
bulk  of  the  cotton  fabrics  offered  to  Italian  consumers  in  the  nast  year  has  been 
made  of  mixe:1.  fibers. 

Foreign  cotton  textile  markets  do  not  seem  t^  have  improved.   In  fact, 
the  balance  would  seem  to  have  gone  against  Italian  producers  through  the  loss  of 
a  large  portion  of  the  Egyptian  market  and  a  failure  to  find  other  outlets  to 
replace  it.   The  latest  action  of  the  Italian  gov.r:  "vont  has  been  the  issuance 
by  the  National  Facist  Federation  of  Cotton  Industrialists  of  Milan  on  December 
29,  193S,  of  an  order  to  practically  suspend  exports  of  Italian  cotton  goods  to 
Egypt  pending  an  adjustment  of  the  difficulties  between  the  two  countries  with 
respect  to  this  trade.   Cotton  brokers  assert  that  this  will  be  .accompanied  by 
a  suspension  of  all  purchases  of  Egyptian  cotton,  although  such  action  will  work 
considerable  hardship  upon  Italian  cotton  spinners  and  weavers  who  specialize  in 
the  use  of  Egyptian  cotton. 

That  a  considerable  amount  of  trade  is  involved  in  this  controversy  is 
apparent  from  the  fact  that,  during  the  first  11  months  of  1937.  Fgypt  imported 
20  percent  of  total  Italian  exports  of  cotton  products,  and  exported  to  Italy 
26,7^1  tons,  about  123, OCC  bales  of  kjS   pounds,  of  cotton.   During  the  same  months 
in  1938,  Italian  exports  of  cotton  products  to  Egypt  constituted  I7.6  percent  of 
Italy's  total  exports  of  these  goods;  while  Italian  imports  of  Egyptian  cotton 
amounted  to  23,^91  tons  (1CS,GC0  bales).   It  is  estimated  that  under  the  new 
reciprocal  quota  plan  of  the  Egyptian  government,  Italian  textile  exports  to 
Fgypt  in  1939  will  have  to  be  curtailed  by  about  75  percent  from  the  totals  of  1937 

Practically  no  increase  in  the  demand  for  raw  cotton  was  reported  to  have 
occurred  in  Italy  during  December,  but  a,  little  betterment  was  exoected  during 
January  by  the  distribution  of  an  import  quota  for  the  use  of  manufacturers  of 
goods  intended  for  the  domestic  market.   Deliveries  of  raw  cotton  in  December  were 
said  tn  have  been  made  on  old  contracts  while  new  orders  were  usually  small  and 
intended  for  prompt  delivery,  indicating  a  lack  of  confidence  in  the  market  for 
Italian  cotton  goods  during  the  immediate  future. 

Dealers  report  that  recent  sales  of  American  cotton  have  declined 
materially  for  two  reasons:   First,  the  slack  demand  of  Italian  buyers  and, 
second,  the  reduced  offers  of  American  cotton.    They  assert  that  the  grades 
and  qualities  of  American  cotton  which  they  may  offer  to  prospective  Italian 
buyers  are  being  reduced  almost  daily  by  the  American  correspondents, 

U/  Based  largely  upon  information  received  from  the  American  Consul  General 
at  Milan. 
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On  the  ^thei  hand,  Brazilian  cotton  of  satisfactory  quality  is  available  to 
the  bvyers  at  prices  lower  than  they  would  have  to  nay  for  similar  grades  of 
American  cotton. 

About  the  end  of  December  it  was  reported  that  there  had  been  much  dis- 
cussion in  newspaper  and  trade  circles  in  previous  weeks  of  extensive  plans 
under  consideration  by  the  Italian  government  to  assume  complete  control  of 
foreign  trade  in  various  commodities,  among  them  being  the  imports  of  cotton 
and  exports  of  cotton  goods.  Up  to  that  time  it  had  not  yet  been  decided 
whether  the  plan  would  be  adopted. 

Practically  speaking,  the  Italian  imports  of  raw  cotton  are  completely 
controlled  by  the  Italian  government  through  the  Cotton  Institute  in  Milan  and 
the  Foreign  Exchange  authorities.  Apparently  the  principal  change  which  the 
proposed  new  control  would  bring  about  is  the  severance  of  direct  contact  be- 
tween cotton  brokers  representing  foreign  exporters  and  the  cotton  sr>inners  to 
whom  they  now  sell.  The  new  agency  that  may  be  created  would  probably  place  all 
orders  for  cotton  without  giving  brokers  any  intimation  as  to  the  concern  for 
which  the  orders  are  intended. 

2i  S.  S.  R.  £/ 

The  1938  plan  of  the  U.S.S.R.  provided  for  the  production  of  1,120  millior 
pounds  of  cotton  yarn  and  U,000  million  yards  of  cotton  fabrics,  which  compares 
with  9 * 656  million  pounds  and  3i^00  million  yards  respectively,  manufactured 
in  1937»  During  the  first  9  months  of  1938,  however,  the  output  of  the  cotton 
textile  industry  was  13 «5  percent  behind  planned  levels. Though  improvement 
occurred  in  October  and  November,  total  1938  production,  while  above  1937t 
no  doubt  fell  behind  the  level  provided  for  by  the  plan. 

This  unsatisfactory  development  of  cotton  textile  production  has  numerous 
causes,  most  important  of  which  seems  to  be  a  general  disorganization  in  the 
industry.   There  is  still  a  disproportion  between  spinning  and  weaving  capacitiei 
which  already  existed  before  the  war  when  the  cotton  industry  of  present  Russia 
supplemented  its  yarn  output  by  takings  from  the  Baltic  spinning  mills  as  well 
as  by  imports  of  yarn  from  abroad.   The  spindle  deficit  has  become  a  serious 
problem,  since  the  present  capacity  for  yarn  production  is  not  adequate  to  cope 
with  the  increase  in  domestic  raw  cotton  output  or  to  satisfy  yarn  requirements 
of  the  loom  capacity  of  the  weaving  mills  _6/.   It  is,  therefore,  hardly  sur- 
prising that  the  authorities  are  anxious  to  increase  the  number  of  swindles  in 
the  industry,  notably  since  a  large  share  of  the  present  equioment  is  apparent- 
ly antiquated  and  inefficient.  According  to  an  announcement  by  the  Soviet  trade 
delegation  to  the  United  Kingdom,  plans  for  1938  have  called  for  the  installation 
of  half  a  million  now  spinning  spindles,  compared  with  an  installation  of  only 
90,000  in  1937. 

_£/  Based  largely  upon  information  supplied  by  L.  Orina  of  the  Bureau's  Belgrade 
Office. 

6/  It  has  recently  been  reported  that  looms  are  not  utilized  to  full  capacity 
and  could,  given  the  necessary  yarn,  increase  their  output  by  at  least  15  per- 
cent.  In  addition,  yarn  requirements  of  the  knitting  mills  and  *ther  indus- 
tries are  not  fully  met. 


CS-27  ■  l6  - 

Inadequate  utilization  of  the  available  equipment  and  poor  organ- 
ization of  labor  is  also  said  to  account  for  the  unsatisfactory  situation  in 
the  cotton  textile  industry.  Fifty  percent  of  the  cotton  textile  workers, 
5t  is  reported,  are  not  fulfilling  their  working  norms.   Current  repairs  as 
well  as  replacements  of  machinery,  handicapped  by  a  shortage  of  qualified 
personnel  and  by  delivery  difficulties  in  the  machinery  industries,  are  re- 
ported to  be  insufficient.   Stoppage  of  equipment  has  become  a  sore  snot  in 
the  cotton  industry,  and  has  been  on  the  increase  in  recent  y&ars.   In  the 
case  of  spindles  it  was  6.73  percent  in  193^ ,  but  rose  to  9*96  percent  in 
1937»  a^d  in  the  case  of  looms  even  increased  to  11. 3  percent  in  1937 »  as 
compared  with  a  stoppage  of  "J, 2  percent  in  193^«   There  has  been  further  in- 
creases in  stoppage  during  the  first  half  of  193^ »  compared  with  the  corre- 
sponding period  a  year  ago.  Jj   It  is  reported  that  certain  shifts  in  yarn 
counts  and  qualities  produced  in  factories  long  accustomed  to  their  previous 
assortments  is  also  largely  responsible  for  the  stop-page  of  equipment. 

All  this,  apart  from  its  quantitative  effects,  could  naturally  not 
remain  without  influence  upon  the  qualitative  outturn  of  the  goods  produced. 
The  share  of  second-grade  and  defective  goods  averaged  as  much  as  2^+  percent 
of  the  total  during  the  first  half  of  I938,  compared  with  I9.U' percent  dur- 
ing the  corresponding  period  a  year  ago. 

In  view  of  this  situation  in  the  manufacturing  stages  of  the  Soviet 
cotton  industry,  domestic  raw  cotton  supplies  from  the  large  crops  harvested 
in  recent  years  by  far  exceeded  the  quantities  which  the  industry 'was  able 
to  absorb.   Since  exports  of  raw  cotton  were  less  than  imports,  a  consider- 
able reserve  has  accumulated,  and  there  is  a  probability  that  these  stocks 
will  continue  to  rise  in  the  current  campaign.   The  I93 8   manufacturing  plan 
was  indicated  to  require  only  a  total  of  over  2, fG] ,000   bales  of  H78  pounds 
of  ginner  cotton  (and  will  actually  require  less  because  the  plan  was  not 
fully  executed),  compared  with  a  reported  harvest  of  3>780,000  bales  in 
1937*   Carry-over  stocks  at  the  beginning  of  the  1938-39  season  are  report- 
ed to  have  surpassed  1,3810,000  bales  of  ginned  cotton,  compared  with  carry- 
overs of  876,000  and  217,000  bales  1  and  2  years  earlier  8/ . 

Low  grade  cotton  is  reported  to  constitute  a  considerable  share  in 
the  total  carry-over.   It  amounted  to  37  percent  of  the  total  in  1937  and- 
is  estimated  to  make  up  about  half  of  this  season's  carry-over  stocks,  which, 
in  absolute  quantity,  means  the  doubling  of  last  year's  stocks  of  low  grades. 
This  is  partly  due  to  the  relatively  unfavorable  qualitative  outturn  of  the 
1937  crop. 


]_/   Stoppages  in  1923-29  were  as  low  as  U.5  percent  in  the  case  of  spindles, 
and  2. 88   percent  in  the  case  of  looms. 

8/  There  are  indications  that  the  actual  carry-overs  in  the  past  several 
years  were  even  larger  than  the  above  figures  indicate,  since  the  available 
data  on  crop  production,  foreign  trade,  yarn  output  by  the  industry  and 
estimates  of  "other  consumption"  of  raw  cotton  do  not  account  for  a  dis- 
appearance equal  to  reported  seasonal  supplies  less  reported  end-of-season 
carry-overs.   An  over-estimation  of  crop  production  in  recent  years  is,  of 
course,  also  possible. 
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SUPPLY 

Domestic  stocks  of  "free"  cotton  sharply  reduced 

Even  though  exports  of  American  cotton  from  August  to  December  were 
1,290,000  hales  less  than  in  the  corresponding  period  last  season,  the  large 
increase  in  Government-loan  stocks  has  materially  reduced  the  domestic  supply 
of  so-called  "free"  cotton.  Although  the  estimated  total  supply  of  American 
cotton  remaining  in  the  United  States  on  Decemher  3^»  193^,  including  the 
unpicked  portion  of  the  crop,  exceeded  stocks  as  at  the  end  of  December  1937 
by  about  1,800,000  bales,  domestic  stocks  of  "free"  American  cotton  at  the 
end  of  1932  were  smaller  than  a  year  earlier  by  ab^ut  2,900,0^0  bales  or  27 
percent.   Total  domestic  stocks  at  the  end  of  December  this  season  were  larger 
than  the  previous  December  31  record  high  of  1931;  "by  about  1,700,000  bales 
but  when  Government- loan  stocks  are  deducted,  stocks  of  free  American  cotton 
as  of  December  31  this  season  totaled  5>600,000  bales  less  than  at  the  end  of 
1931«  With  the  exception  of  193^  sai(^   1935»  December  31  domestic  stocks  of 
"free"  American  cotton  were  the  smallest  this  season  since  1923* 

Estimated  I938  foreign  production  15  percent 
below  previous  crop 

The  1938-39  total  production  of  foreign  cotton  is  now  placed  at 
lo,  1+00, 000  bales  of  ^73  pounds  net  which  is  15  percent  less  than  the 
19,280,000  bale  (revised)  estimate  of  production  in  1937-3^*   These  estimates 
and  the  others  included  in  the  table  below  pertain  to  the  "agricultural  crop"  ^J 
which,  at  least  theoretically,  includes  both  that  cotton  which  is  consumed  or 
manufactured  in  commercial  establishments  and  that  consumed  on  hand  spindles 
or  in  other  ways  without  entering  commercial  channels.  Despite  the  rather  sub- 
stantial decline  in  the  estimated  foreign  production,  the  l93?-39  crop,  as  now 
estimated,  is  the  third  largest  in  history  and  l6  percent  larger  than  the 
average  for  the  past  10  years. 

The  present  estimate  of  foreign  production  plus  the  latest  (December) 
estimate  of  the  United  States  crop  gives  an  estimated  1938-39  world  production 
of  28,^00,000  bales.   This  is  9,800,000  bales  or  one-fourth  less  than  the 
record  crop  of  last  season  and  2,900,000  bales  or  9  percent  less  than  that  of 
1936-37.   It  is,  however,  500,000  bales  or  2  percent  larger  than  the  average 
annual  world  production  during  the  past  10  years. 


2/  These  estimates  of  the  "agricultural  crop"  should  be  distinguished  from 
estimates  of  the  production  of  commercial  cotton.   In  some  countries  large 
proportions  of  the  crop,  and  particularly  in  India  and  China,  large  quantities 
of  cotton  do  not  enter  commercial  channels.   This  should  cause  the  annual 
total  production  of  cotton  to  materially  exceed  the  average  estimate  of  the 
commercial  production,  but  in  some  instances  the  two  sets  of  estimates  are  not 
comparable.  The  Indian  Government's  estimates  of  cotton  production  in  India, 
which  are  used  in  making  these  estimates  of  the  "agricultural  crop",  are 
apparently  considerably  too  small.  While  this  is  quite  generally  recognized 
even  by  the  Indian  Government  (see  Statistical  Bulletins  k   and  6  of  the  Indian 
Central  Cotton  Committee),  they  are  used  rather  extensively  because  other 
available  estimates  are  less  satisfactory  for  one  or  more  reasons. 
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Cotton:  Production  in  specified  locations,  1920-21  to  1938-39 


United 

F03 
: Total  t 

"eign  count 
sxclud-  : 

ries 

World 

Crop  year   : 

: Total  exclud-  : 

States 

:ing  Ch 

:   Rus< 

1,0( 

Lna  and  : 
sia     : 

Total 

ing  China  and  : 
:    Russia    : 

Total 

1,000 

)0 

1,000 

1,000 

1,000 

bales 

bales 

bales 

bales 

bales 

47S  lbs. 

478 

lbs. 

478  lbs 

478  lbs. 

478  lbs. 

1920-21      : 

13,429 

5,457 

7,921 

18,886 

21,350 

1921-22 

7.9^5 

5,785 

8,025 

13,730 

15,970 

1922~2;3 
1923-2U 

:    9,755 

6,980 

9,545 

16,735 

19,300 

10,140 

7,277 

9,880 

17,417 

20,020 

1924-25 

!    13,630 

8,567 

11,530 

22,197 

25,160 

1925-26 

:   16,105 

8,895 

12,135 

25,000 

28,240 

1926-27 

-   17,978 

7,811 

10,942 

25,789 

28,920 

1927-28     : 

12,0^6 
14,477 

8,014 

11,934 

20,970 

24,890 

1928-29 

8,509 

12,403 

22,986 

26,880 

1929-30 

!   14,825 

8,348 

12,035 

23,173 

26,860 

1930-31 

13,932 

8,096 

12,298 

22,028 

26,230 

1931-32     : 

17,097 

6,786 

10,723 

23,883 

27,820 

1932-33 

:   1^,003 

6,821 

11,357 

19,824 

24,360 

1933-3U 

:   13,047 

8,975 

13,843 

22,022 

26,890 

1934-35 

i    9,636 

9,223 

14,204 

18,859 

23,840 

1935-36 

:   10,638 

n,i95 

16,112 

21,833 

26,750 

1936-37 

:   12,399 
:   18,946 

11,801 

18,921 

24,200 

31,320 

1937-38  1/ 

12,179 

19,279 

31,125 

38,225 

1938-39  1/ 

:   12,008 

10,492 

16,392 

22,500 

28,400 

United  States  production  compiled  from  reports  of  the  Crop  Re-oorting  Board, 
others  estimated  very  largely  from  data  conrniled  from  official  publications  of 
foreign  Governments  and  from  the  International  Institute  of  Agriculture. 
1/   Preliminary, 


